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Department's Restricted 
June 14. 1949 which directed you 


to express to President .Arevalo this Govei 
cern over the attitudes adopted and the met, 


t's 


con 


ures taken 


by the Guateiualan Government in disparagement of nrneri 
can rights and of good relationships between Guatemala 
and the United -tates. 


The Department fully approves of the iiianner, as 


reported in the Embassy's Despatch 


in which 

* 


you approached the 
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The Department is, however, seriously concerned that 
although you made specific reference to the developing 
conflict between the International Railways 


of 


Central 





erica and the Guatemalan Labor Union 





no eviaenoe 


has been developed to indicate thut the President or any 
agency of his Administration has taken positive action to 
insure that the 1RCA would receive fair and just treat¬ 
ment in accordance with t: e established law of Guatemala 
On the contrary, the Government of Guatemala, by indifference 
and inaction, seems' to have condoned if not approved, what 
appears to have been an attempt to coerce the 1RCA into 
entering into compulsory arbitration of the dispute, witnout 
first attempting to utilize conciliation procedures, as 
stipulated in the Labor Code. 







<3) 

i 

(A 

C 

CO 


5 


\ 


Tv 

\ 


1 


Furthermore, the Department is seriously concerned 
that the Arbitration Tribunal, accepted with reservation 
and under protest by the IRCA, was composed of labor and 
management representatives of dubious competence; that 
the Court Representative has given evidence of bias in 


favor 


RLUTRI 







favor of the Union case; that there is evidence of un¬ 
seemly participation in the deliberations of the board 
by the Coordinating Magistrate of the Labor Courts; that 
the management representative has given reason to believe 
that he was coerced into signing the arbitration award, 
without having been given an opportunity to study the 


case, or interview witnesses anu obtain qualified and 
expert advice; that the award was apparently rushed through 
in an effort to complete action before the Supreme Court 
had had an opportunity to decide upon the IRCA’s appeal 
for an injunction against the Arbitration Board on legal 
grounds; and that labor elements endeavored to intimidate 
the Supreme Court of Guatemala which was considering the 


IRCA 1 s appeal. 


It is further a matter of deep concern to note that 
when the President of the IrCA personally requested trie 
Intercession of President Arevalo, he is reported to have 
agreed witn the IRCA* s position and promised assistance. 
However, nothing positive has been accomplished by him 
nor is there evidence that he endeavored to act forcefully 
upon hi3 reported commitment. 


In the face of these 


Cams 


the Department 


has been reluctantly led to have grave doubts that United 
States firms will be in a position to secure impartial 


in Guatemala so long as the 


amen 


appears to 


condone obviously improper activities and takes no action 


to insure the rigi 


international 


usage, 


long recognized and established by 
of foreign elements to live and work 


within the framework of the laws of host nations. 


As a consequence of these developments, and provided 
you perceive no objection, you are requested to seek an 
immediate interview with President Arevalo to discuss with 
him specifically the critical situation which now confronts 
the International Railways of Central America and the 
significance which the Department places upon this case 
as a portent of the future of good relationships between 
Guatemala and the United states. 


In this interview you should remind the President of 
your previous discussion •uf~ the case and should review 
for him, step by step, as reported in your several oojfrmunica 
tions to the Department, the progress of the dispute and 
the facts as they are known to the Embassy and to the 
Department. You should state that the Department’s view¬ 
point is based upon these facts, and you should indicate 
that if they are considered by him to be incomplete or 
inaccurate, the department would welcome full clarifica¬ 
tion. Otherwise, you should state that the IRCA is now 
faced with the choice of refusing to comply with the award 
of the Board, thereby appearing to uefy the majesty of the 

Guatemalan 


RESTRICTED 



Guateiualan courts, or or comply in,; Vvi ou the award of the 
Board, which it considers to huvo been illegally consti¬ 
tuted and granted and thereby placing itself in serious 

economic jeopardy. 


You should imply that the Department considers it 
very regrettable that the President has not seen fit to 
use his influence to assure fair treatment of American 
interests, and that if the Department's information is 
well founded, the IRCA is fighting for its very existence 
against circumsLances which may ultimately force it into 
an appeal for intervention of the Government of the United 
states on the grounds of a denial of justice. 


In asking this statement you should refrain from in 
dieating that this Government in any way prejudges the 
situation and considers that there has in fact been a 
denial of justice. ather, you should indicate that the 
situation appears at this time to be serious enough to 
warrant and require the immediate attention of both 
Governments so that every effort may be exerted to avoid 
a possible conse . L uence of this disagreeable nature. 


In a convincing xuann 


you should indicate to the 

rts of this 


President that public opinion in certain pa 
country has been aroused by the reported Guatemalan 



the 


tment of A 
uestion has nov 


ns and American enterprise. Therefore, 
risen as to tne extent to which the 

ith technical 


Government of the United States can continue 


1 l i 

vv 


aid 


ci 


nd funds, to join with other nations in friendly 


cooperative projects when a reciprocal desire for mutual 
understanding is not demonstrated by the insurance of fair 
and impartial treatment to American individuals and firms 
resident in such countries. 


For your information, it is contemplated that the 
Guatemalan Ambassador will be requested to call at the 
Department, at a time to coincide with your interview 
with the President, for a full and frank discussion of 
the IRCA case. 

You should make It entirely clear to the President 
that you &rs acting on the specific instructions of your 
Government in this matter. 


Very truly yours, 

For the beeretary of State: 



Edward G. Miller, Jr 
Assistant Secretary 
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No. 331 


Guatemala, June 30, 1949 


SUBJECT: 


Transmitting Memorandum 


Conversation with 


* - . - w UO.VXi vv J. Oil 

President AREVALO on the Subject of Relations 


Between Guatemala and the United States. 
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THE SECRETARY OP STATE, 


I ’ i • 


1949 


WASHINGTON 


SIR: 
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Referring to the Embassy*s Telegram no. 274 of 


?!’,? i honor to enclose for the Department 




further information a memorandum covering: 

irVTT /1AVMrAvi#in4*4 _n _ • O 


s 


^ my conversation of the same 


more fully 


pursuant 


AREVALO 


to the Instructions outlined in the Department 

An via Qn ^ i / *i j ^ . _ * 


Instruction no. 80 of June 14, 1949 

Vk/N 1 n 4. 4 a_- 1 _ _ " $ 


S 


on the subjiect of 


relations between Guatemala and the United States. 


* 


Whatever the immediate results of 


thi 


conversation 


•2 


aSatemaia qU - 3 -- ?S --' 0U? ’ rently affeotln £ our relations 


I feel that a necessary first step toward 


with 


possible improvement of those relations 


8 


in apprising the President, in 


now has been taken 


of the very serious 


concern 


a iriendly but frank manner 




which the United States 




Government views certain adverse attitudes and 


of the Guatemalan Government 


sure 


Respectfully yours. 
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the American Emba 


Despatch no. 331, dated June 


1949, from 
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mitting Memorandum 


on the subject: 


Trans 


Conversation with President AREVALO 


on the Subject 


Relations Between Guatemala and the 


United States. 


MEMORANDUM 


CONVERSATION 


June 


1949 


Participants 


Dr. Juan Jos<=> Arevalo 


President 


Guatemala 


Ambassador Richard 


Patterson, Jr 


First Secretary, Milton K« Wells. 


Subject: United States-Guatemalan Relations. 
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The President received the Ambassador promptly 


the appointed hour 


11:00 o’clock, and the interview 


ninated 


approximately 12:45 
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few minutes were co 

• • 

residence rental contract, 
ment would renew the lease 
with the renovations 
Government expense« 


isumed in discussing the Embassy 

was agreed that the Govern- 


per annum rate 


$6 


undertaken 


United States 


Coming 


the object of his call, the A 



prefaced his remark 


saying 


had prepared,. In writing. 


summary 


his proposed comments, which 


would ask me 


translate literally 


order that there may be no mis 


understandingc This summary reads as follows: 
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your friend, 
express frankly 


President, 


come first 


personal concern with the impression 


been created in Washington by the attitudes 


that 

and measures taken 

• i 

American rights, and 
countrie 


the Guatemalan Government against 
good relations between our two 


am disturbed, also 




found among American 


circles 


the impression 

the United 


States 


garding Guatemala. 
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have been instructed 


Goverm 



bring 


the 


-t 


actions 
la ck 
and 1 


situation to your personal attention. For some time, 

reflected 


the Guatemalan Govern 
concern for good relations 


have 


Guate 



United State 


Some 


the 


actions Involve 


cooperation 


assistance 


pro-Communist element 




•> • 


other actions have demonstrated a disregard 




the 


4 ♦ 


n v- 
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United States interests in Guatemala and 




co mum 


M-4. - 


V • , 


right8 
the right 


United States citizens 


reside here 


accordance with Guatemalan law 
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States private capital 


• • . 


contributing 


could play an Increasing 


« • 


• • 


4 I 


ft 4 


/ t 




RESTRICTED 


1/4 


role 


• 7. 




4 w 


If 


t 9, 


f k. • 




• • 


• • 


• # 









i • 




* • 


• / 


* • 


• • 








f. * i 






% .* i 


.tv* 


.c • > 


• 




4 a #■! 


* 








* . . 




.1* V 


i i 


4 LM 


„ • 


.4 




r * 


i » ■■ 




1 V • 





*7 . 



r 







% • 



' i * ^ 

" j' 

..i* ***+*& 





My 


7 













% <' 


WT7Z 




_ mm 

Bic. , • • w ■' 


1(4 



i*. 

- * vf# _ 
r T * 

h 


*■> 


4^ 4a ^ 


4e 




4. ^ 




1 1 

6 1 


mm 








V V * 




il 


.ft 


t 






2 


June 30, 1949 
Guatemala, 
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role In the development or the country were a 
favorable atmosphere created for foreign investments 
through the impartial administration of non-discrim- 


inatory laws 


My 


vernment hopes that it will be 


possible for United States public and private capital 


to contribute to 


io mi 


Gua t ema la 


President TRUMAN 


(Must be remembered 


and social development of 


upon private capital, and proper 


cornerstone of 
Point Four program is reliance 


ouragement thereof,) 


t! 


I a 




sure you appreciate the friendly spirit in 


which my remarks are made 


and my frankness. However 


- —^ w UUA VJ. W ^ O.JL1U. iUJ Jl £"axiJ&.xxt?S3 » ilOYl /0 V 

in the same spirit and frankness, I must state that 
my Government feels it cannot continue to conduct its 


relations with the Gua 
cooperative spirit unles 


Government in that 

there is a reciprocal desire 


on the part of the Guatemalan Government to contribute 


likewise to fair treatment 


and friendly cooperation 

A 




• • 


The President listened attentively, interrupted only 

to ask that the Ambassad OT* rri cj ^ 4- ~ 


once to ask that the Ambassador give specific cases to 

illustrate the situations that had created the referred 
adverse impressions of Guatemala 


to 


on the points discussed) 
illustrative cases upon termination of the 


(He also took many notes 
It was agreed that I should cite 


1 remarks 


Amba s 


The remainder of the conversation con 


cerned the following specific situations 

• • 

Unfair Treatment of United States Concerns 




General 


attacks 


• • • • 

The President was told that the harassment and constant 


business interests 
four 


Government and labor, which United States 


years, 

and individually 

uncertainty 


resentative s. Each 


riskin 
nine 



onths 


Minister 


squarely 


Government has 




genera], have suffered during the past 
had unquestionably brought them, collectively 

fill _ _ J 


their future 


ny 


the point of discouragement. 

Of this 


Guatemala 


and 


aware from his many talks with 


the 


United Fruit Company, International Railways of Central 
America, Empresa Electrics and Pan American 


varying degrees. 


Airways rep- 

crisis . 


United Fruit Company is faced with the dilemma 


further development investments 
llion dollars 


proximately 


(Bananera) completely to disease: 


abandoning the North Coast 


Empre 


Electrica 


the Vice President 


Company, Mr, MOSELEY 


had 


similar dilemmm 
was recalled that 
the American Fore! 
frank 


few 


Communications 


with 


tab le 


in which he laid the cards 


company, 
protected 


intentions 


came away with 


G 


expropriating .the 


assurances that 


that new investments are welcomed and would 

the Congress received, with. 

A 


Two weeks later 


much publicity, the committee report 




commending cancella 


. ' Briefly, 


Empress Electrica contract. Retroactive tax 
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Guatemala. 


claims are hanging over the head 


the International Railways 


this firm, as well 


tl 


*r 


Central America 


four companies are constantly harassed wi^ thj^ats 
revision or cancellation " •* - reazs 


All 


f 


They 


not object 


revision 


their respective contracts* 


fact they would welcome discussion 


contracts 


thought desiraole 


contractua 


I ^ 

changes 


object 


— -- * — uua,uKo C> 

Guatemalan Government: what they 


proposals comi 


the retroactive and unila 


nature 


the 


was reminded that both IRCA and 
had come to him personally with 

to give the 


government quarters 0 The President 


United 


revisions 


r uit C ompany 


i ■ 


proposals for certain 


ho we ve r 


give zne Government tax advantages: that 
he hostile atmosphere in Congress, the Ministry 


Of Economy, and elsewhere, had made efforts 

direction futile ts 


thi 


11 


wished 


The President, early 


not anti-Yankee 


understand that 


the conversation, said 




the 


policy 


of fullest cooperation witb^the^nite^States 107 


his Government 


one 


happening 


said. 


the Government 


that the non 


What 


criminatory policy 


better the living conditions 


People affects capital, Guatemalan! foreign alike 
6 Company, for example, would S have 


the 


the 


The efforts 


effects 


were 


felt 


urn 


econo 


betterment 


the Government are devoted 


French concern 


i 


K 


twenty-five cents 


the people, long suffering 


ocial and 


Given such poverty. 


wages 


that pro-Co?ranunIs t propaganda 

The President emphasized once — -* ■- 


was 


Communist 


ideology, was 


twice that 


ma de he a dwa y 


V 


Argentina, and hia aim 


social 


ialadj 


precisely 


cumented anti-Communi 


anti 


that 


between capital and 


correcting the 


provide fertile soil for Communi 


said, will Communis 


that 


his personal power 


proposes 


defeated 


ideas • 


which 


o 


political influence 


govern 
limited r, 


Only then. 
He indicated several 


tically; therefore. 


law 


right inj 


stands ready 


use his 


the authority of Congre 


but where questions 


may not intervene 


Surely, the United State 


would dictators 


cetera, are 


issue. 


course 


does not wish him 


OZA and TRUJILLO 


adopt that 


% 

The Ambassador and 


length, pointed out that 


public knowledge that these United State 


pay the best wages 


Guatemala 


not 




concerns 


enjoyed by their employe 


• N 


enlightened labor policy, and are 


They have 


a t ing 


the Guatemalan 


social and economic 


comparatively 

most desirous of 
Government 


i •f 


9 

attitude found 


provement; but 


the progra 


cooper 


that obstructs 






in Government circle 
that cooperation 
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the hostile 


well 


labor 


w* • 
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Briefly, the President 
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United States lumbering companies 


reminded that the two 
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rating 
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with the Government ir, ; 
withdraw within the last 
to the Government’s tell 
number of reasons, all 
chicle companies had anr 

operations in Guatemala, 

the three United States 

the country on exploitst 
mentionedn 


e aiseours 

C or: no. n 1 e 


La h o r 


With particular regard to It 
told that in the Embassy*s opinic 
conflict is rapidly degenerating 
parable to that which confronted 
in the Puerto Barrios conflict a 
and arbitrary handling of the- eas 
the attempt to force the comoanv 
tion without regard for the pro Vi 
which require conciliation as the 
to place the company in the alleg 
against tho majesty of the Court” 
that the conflict has lost the cl. 
between the union and the com 
and, as in the United Fruit C 
fight between the Go v ernmen1 1 
Coordinating Magistrate of th 
themselves, over procedural m 
that the Labor Court judge is 
from the arbitration board be 
had time to pas3 upon the com' 

injunction Should this occu: 

unpleasant and would likely r« 

there had been denial of just 

specific promises to do anyth 
situation, rather indicating 


rresiQsnr, w 
urrent labor 
situation rc 
1 0 d F r ui t 2 o 


•• • •* ^ XT f '*• -i UI ii o Uv LjO I. 

position of "redellie 
already it appears 
cter of a qua in-el 
e r e c o 1 iomi 0 d e ma n d s, 
pany case, has become a 

* represented by the 
labor Courts and the Court 
tevs,~, ought now, it seems 
eying to get a decision 
re the Supreme Court lias 




. The cases of SCHUTT and TORRES of Pan American Airways 
were namedo Tlie President professed ignorance of the Tor-*'-' 
case, so he was given details. As for Schutt, he said he 
is still convinced Schutt deserved expulsion for political! 
reasons, but that nevertheless, the order had later been 
rescinded and Schutt now could freely reside here. Antici- 
pating mention oft .the ESSO Case , he 3aid he personally had 
intervened by ordering the police to withhold execution of 
the expulsion orderse I acknowledged his helpful personal 
intervention in the Esso cases (two of which concern u ... 

3 ^ atu f of“_ the}_ t matter, and that, nevertheless* these 
c ses appropriately illustrated a hostile atmosohern A erfl Ins 


r r f* 
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Guatemala. 


for 


thi 


American citizens and interests. Were it not for this 
hostility in the lower echelons, these cases would never 
have been brought to the President’s personal attention. 


It is lamentable that such 


s the situation. 


Pro-Communist i nfluence in Labor* 
Between Government and. LaborI 


n *1 r"* ^ p 


e Relations 


My opening statement that Government 


Qk 


nd labor 


cooperate closely in Guatemala 


wa s 


readily admitted by 


the President 


It 


is 


regrettable 


therefore 


I 


said 


to 


observe so many evidences of pro-Communist influences 


within labor; to hear the 
de Guatemala and the Fede 


C o n f e de ra c i 6 n 


d e Traba .1 adores 


c 


nn 


al de 


ua 


ers constantly repeat the all-too-famTTia 


imperialist line 


stene 


La 


o the FSG 


reg 


Saturday night, I 
ular program, a nd 


said, 

O 'i V 


gram, ana had neara tne 
g the new people’s mo vein 
thanl'S to the victorious 


I had 
rd the 


announcer spend minutes praising the 
in China, which, at long last, thank 


movement 


Red armies 


was expelling the imperialistic powers 


from 


China* The President asked whether I was sure this was 
FSG program and not a CTG program 
the FSG was pro-United States, I 
mistake; anyway, it was something 
The Embassy’s observation lias bee 


sinco he 


had 


the impression 


it w a s s o me thin 


told him there was no 
that could be checked. 


observation 


nas 


been that. 


i n c r e a s i ng ly 


over 


the past six months, there nas been little to 


ttlc to distinguish 
b o th ob v i o u s ly 


the FSG from the CTG political line - both obviously 
parroting the CTAL, ex-WFTU propaganda on world issues. 
It is notable that while many of the independent labor 
unions of the Western Democracies, including the CIO in 


the United States 


have withdrawn from the Soviet-dominated 


WFTU 


CTAL 


its affiliate in 


ma 


v-/ xG 


still 


adhere; also -lamentable 


I said, that at the moment Victor 


Manuel GUTIERREZ and Manuel PINTO Usage are en route to 


the WFTU meeting at Milan supported by 


ua 


matlc passports 
Manuel FORTUITY„ 


diplo- 


not to mention that Gutierrez and Jos§ 


also with 


lomati 


spokesmen for Guatemalan labor 


passports and as 


had recently attended the 


Paris World Peace Congress which 
was a Soviet propaganda creation 


as was common knowledge 


With respect to the 


suance of these diplomatic 


passports, the President said the 


infantile, but is merely a 


id the explanation 
reflection of a co 


may sound 


of a common Latin 


vice 


that of giving diplomatic passports to friends of 


the Government for Basons of convenience 


In the cases of 


Fortuny and Gutierrez 


both were given their dlplomati 


pa 


as a courtesy to ex-Deputies who had loyally 


supported the revolution and hi 


Government. 


It had no 


other significance 
said, that Communi 


It is unfortunately true, the Preside 




propaganda ha 


penetrated Guatemalan 


labor; but, under a democracy such as today exists in 


Guatemala 


the Government is powerless to intervene with¬ 


out taking dictatorial actions 


Labor 


pro-Soviet propa 


ganda should not be taken as representing Guatemalan 
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attitude * Again, he reiterated, his policy is precisely 
directed toward a long-range program of social and 
economic improvement as the only sure defense against 
Communism* In the process, capital must suffer what, 
at times,;it may feel is unjust treatment* 

Pellecer 



The name was no sooner mentioned than the President 
interrupted. He recalled that during one of the Ambassador’s 
first interviews with him, the Ambassador referred in general 
terms to the pro-Communist activities of certain unnamed 
officials* Later, he had asked Mr, BARRETT(who had acted 
as interpreter on that occasion) please to give him names. 

The Embassy, through Miguel SANDOVAL, sent word that the 
Ambassador had PELLECER particularly in mind, but submitted 
no evidence » I told the President that the pro-Corimiunist 
activities of Pellecer in Europe had become so notorious that 
the State Department Instructed the Embassy several months 
ago to bring the matter to the attention of the Ministry of 
Foreign Affairs; that the matter of evidence was naturally 
a delicate one, but he could be assured the United States 
Government would not have made such representations regarding 
Pellecer unless facts warranted. 

I • 

Winding up his part of the conversation, the Ambassador 
asked me once again to translate the last paragraph of 
.his summary statement (see above) to emphasize the purport 
of his representations, 

• • 

For his part, the President said he wished to end the 
interview on a philosophical note. The picture here is 
part of the world-wide struggle between capital and labor; 
capital feels the pressure of labor for better working 
conditions; only through permanent amelioration of the 
social and economic maladjustments will democracy prevail 
and the danger of Communistic ideas be averted. 



